By Betty C. Churchill ¢

State Estimates of the
Business POPu]ation: 1944-51

DURING the past 3 yenrs the business population of
the United Siates bas remained remackably stable; the total
nueher of firms in operation has varied less than 1 percent.
This ja in contrast to the period from 1944 o 1948 durin
which the bisiness fﬂpﬂl&ﬁﬂn regained the losses experienc
during World Wer 11, and the totel number of firms in opera-
tion ineressed by mearly one million firms or more then
30 percent.

¢ present article highlights the regiona! changes which
have ocourred in the Lusiness population since 1943 under
conditiona of a relativaly stabls oversl) nuinber of cperating
firms, An earlier article in the December 1949 issue of the
Sunvey, which introduced comprehensive aunual State
estimates of the business population for the firet time,
covered the peried 1944-49." .

The Stats date presented here are catimated within the
frameworl of the regular Office of Bueiness Economics aaries
on the business popilation. The total business population
and selecied mu;!ur industry divisions are shown H States
and regione as of ch 231 for the period 1044-51+ additionzl
industrial detail is provided for March 31, 1949.F  ‘Tha State
and regional distributions of the anuual gumber of asw and
diseontinned. businesses are gmaantad only for all industries
oombined, buk are svailable by major industry division upon
request,

n using the State information shown here it should ba
horne in mind €hat the deta represent estitnated totala rather
than preciss ccunts of firms. It should be noted that the
margin of error increases with the emount of detail shown
and that estimating etrora are relatively greater in the case
of levels for ony simpgle year than in the caan of year-to-year
Do vements,

Summary of Regional Changes Since 1948

The business population in the Far West hos declined sach
yeaar sinea M 31, 1948, with & mors thern 4 percent decline
over the entire 3-yenr period exceeding that of any ocher
rogin,  'This differs from the immedintely pesceding pariod,
1944—48, during which the Far West led the sharp advance
in number of operating husingsses which was c.iﬁhted in
by all regions in the yenrs follwhﬁ World War 1I. The
rete of new firm formation in the Far Weat continuad to
exceed thot in any other region, but this was more than offsat
by the high discontinunnce rate.
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New England showed the second Inrgest relative decline
from: 1948 Yo 1951 and, er with the For West, was the
only region in which bus=ingaz population failed to
inerense botween Maorch 31, 1950, and March 31, 19551,

Heowover, in New Englund, both tho relative changes and
business turn-pver rates hovy been mueh more moderste.
Tnlike the Far West, the vate of growth in New England wes
somewhat helow average from 1944 to 1048,

Only in two regions—ihe Southeast and Middle Esat—
hag the business population increased

year gincs escly

OPERATION AND TOTAL INCOME PAYMENTS,
a8y STATES, 1949
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ihe number of firms in operation rising nearly 5 percent over
%1;1 mt;:ln'a 3 years. In theremaining regions—the Soucthwest,
an

Northweet-—the bueiness li)optﬂut.im followed the
national yoar-to-yvear chnoges of A moderats incrensa haiween
March 31, 1948, and ihe end of the first quarter of 1950

followed by 2 moederate derline; however, aithough the busi-
ness population for the United Stales a3 4 whols was slightly
higher Mapch 81, 1951, than 3 yeors boiora, both the Cantral

Statea and the Northwest shiowed amall net lossgs.

As compared to the immediate prewar period, the South-
east appears to have sxperienced by fnr the greatest expan-
gion in namber of business firms with the For West in second
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SUEVEY OF CURRENT BUSINESS

Buginess population estimates ara not availsble by

otxrs carlier then 1944; however 1038,

L eotlnks of establishments sro available
from the Burepu of the Census for four major induatey divi-
sions which, in 1848, accounted for nearly four-fifths of the
total business population.

The Business Population in 1951

Regional ond State information on the businsss
is beat appraised a
the business popudation for the eountry

populntion

und of the mtuahon in
e a whole,
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vious sariicles on the business population have shown the
close correlstion which oxisted before World War IT belwsen
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tha tots] number of firme in uparnbmn and business aativity
m mensured by deflated gross notional

in private nonfarm business, after ndjustmg for o
systematic trend influsnee®

produch ongummt:naﬁ

Durmg the war the number of

ntiem decrensed dea]nte increased
the end of 1043 &

cupacied on

business o4-

defieit” of 770,000 firma or
20 percent lmd derelopad between the actoal business hopu-
lation pnd the nvmber of firms
above past relationship with deflated pross nationsl produet.
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Tahle 1. —Nuomber of Firms in Operation, Morch 31, 19H4-1951,; ond Nomber of New aud Discontinused Businesscs, THH-1930,
by States ood Regions
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In 1948, following a period of steady and, ab times, rapid
growsh, tha busingss population apain néteined the lovel
expocted on the basie of the previous relationship with de-
flated GNP. Duwing 1549 the close relationship continued
4o hold nod hoth deflated groes national product and ihe
number of firms in operation edged dowm slightly. How-
ever, starting in the firsk quoiter of 1950, deflated pross
national product began a atendy increase which wes neceler-
ated following the develapments in Korea. Thoe busincss
population has not fully responded to this inerease in business
activity.

Between the and of the fivet quarter of 1950 and of 1951 an
incrense of 180,000 firms or 4.5 percent would lhnve been
oxpested on the basis of the velationship described obove;
howovar, the business populntion ipcreased by only 1 per-
cent or less than 40,060 firms. In many respects tha pask 12
months are similar to the yenr 1041, when o modernbo in-
crease in the business ulntion was also less than thal
expected on tie basiz of the past relationship with deflnted
grosa national product originating in private business,

AP =

Nore,—Dwtall will il necexpnrily wd bo tetali becwndg of roundings.

Aourea: U. 8, Departmont of Gaminiare, Ol of Busiosn Béonomim.

Currantly, as well 28 in 1941, the business populetion is
roughly 5 pereent below the “expected” level.

Among the major industry divisions the most conspicuous
recent devolopmant is the halt, ab the beginning of 1950, of
the decline in the number of manufacturing firms which had
boon under way smee the middle of 1947. Manuizoturing
woa tho Grat industiy division to level off and show o decline
afler World War II.  Between the middle of 1047 and the
the end of 1049 ths umber of monufacturing firrs decrensed
by nearly 10 percent while the number of constritetion firms
incrensed by 16 percent and all other major indostrial seo-
tors of the business population guined moderately oxcept
retail brade and finance, insurance and renl estate whero Hhe
number of firtus in sporation remained relatively constant.
Since then the numbar of firms in the contract construction
nod the transportotion, communpication and other public
utilities divisions have continued to incresse rioderstely
while other industrisl divisions of the business population
kovo remained relatively unchanged.
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Geographical Distribution of the Business
Population

Ag hos been shown in previous srticles on the business
pulation, tho leng term growth in the number of o ing
v=ineszes iz closely ass¢cinted both with the growth of the
human population and even mors eclozely with incoeme.
The geo%{u hical distribution of the business MIJt::lzml,it.i:i«‘:nn iz
likewiss v eorrelated with the geograplicel distribution
of the human population and of ingome.,
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The rogiensl and State variations in the numbar of firms
in operntion per 1,000 inhabitants con be lorgely explained
by similer variation2 in ingome uﬁgﬂnmta per inbobitent.
On a par capita besis, both the o or of firms in operation
end income nre markedly high in Nevada, Mew York, and
other Far Western, Northwestern, Middla Eaatern, s
New Englend States. With the exception of Floride, the
Sootheast is low in both per copite firms in operatdion and
per capita income; the Southwestern and Central States are
closa to the avernge, or, particulsrly 1linois, somewhat abova
average. 1t is of intercst to note that the Bouthenst, the
region with the lowest per eapitn firme in operation, is the
region which hes shown the grestest recent relntive increnses
in the buminess populntion.

The chnrt on page 7 depicts the 1949 relationship
between the number of firms in eperntion and tolal incoma
of individunls (which takes into account the joint effoct of
the human popuolotion wnd per capita income) by Stote.
The relationship shown in this t was presented for the
vear 1948 in the enrlier article on the Stata distribution of
the business populntion two yenrs ago; praciically identical
results nre obtained for each of the $wo years. The year
1940 is uzed for the chart beciuse this is the lntest yenr for
which final State estimatea of the business populstion me
availoble; however, the relutive positions of tha Stntes nre
apal dvh*l;ual.ly the enme when preliminary 1950 data nre

otted.

P The largest positive deviation is found for Florida, where
the business populetion ie higher than would ba expested on
the bagie of the relationship with ingome alons, This is
largely a result of the extent to which thie Stnte catars to
vacationists, particulsyly in the first quarter of the year to
which the business populetion estimate pertains.

The District of Columbia i= {arthest below the line of
sverage velotionship between income snd the mumber of
firms in opernfion by States—n veflpetion of tha faet that
this is o small urban aren. Another factor is the extent to
which incoms originates in Government rather than E%VBJ'L
vate firms contnined in the busingss populntion. an
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Tahir 2. —Tercent Distribution of Number of Flrma io Dperatjion
Within Each Mafor Industry, by States and Regions, 19491
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ehd, for comparative purposes, the distributions of the
human population and of total income of individuals. Even
a casual inspection of this table brings out the dlose correla-
tion between the distributions of income ond of the human
population and the distribuiion of firma in operntion not
only for the business population s a whole but also for most
»of the mujor induatry divisions. _

Tha coefficients of correlation for tha relationships beiween
the distribuiions of firms snd of income payments and the
huvman populstion are shown ab the bottom of table 3. For
oll firma nnd for each industry division shown, the correln-
gion batween firms and income is slightly closer than the
correlations betwesn number of firms pnd the human popula-
tien,

. The best relaticnship between firms and income payments
is found in the case of the business Lﬂopulntiun as b whola,
suggesting » compensoting effact on the distribution of firms
by industries within areas where concentrations of partienlar
types of industries occur. When firms and the human
populntion are correlated, the relntionships for both retail
trade and the service industries are alightly better then for

Bouros: 17, B, Depariawnt of Coomenes, OmMer af Boviness Estnomie,

the business population 48 & whole—n not surprising result
in view of the necessity for direct and frequent sontact
betwean consumers and the operating in these fields.
However, avan in thesa two industry divisions, a cleser sorre-
Intion existe with income.

Industrial differences within regions

Mining and guorrying je the ondy major industry division
fm-_wﬂ_lc.lﬁﬁrms and il_lﬂumﬂ fail to corcelate closely—a result
which ia hn.rd'}y surprising., Although at lenst soma quariy-
ing firms are found in every State, the distributions of firms
producing crude _ﬁe.t.mlaum or mining coal or metel ores are
obviously primanily related to the geographicsl distribution
of the natural rescurces involved.

A other mf‘l:rr industry divisions, however, are too broad
t¢ revenl clearly geographical areas of indusiricl epecinlizn-
tion. Y¥or cxemple, tha financial centors in Naw York City
and Chicago do raise the percentage of firma found in the
finanoe, insurance and real estate group in tha States of New
York and llineis, but the inclusion of firms soliciting insur-
ance and selling real estate in this indusicy division presesves
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o fnirly close relationship with income s well e= with the

human poclﬂ.llution, )

The mmdustrin]l detait provided by table 7, thouph still
fairly broad, is somewlal mora satistoctory in this respact.
Thus, the sencenteations of apparel menyfacturers in New
York and of metal workjng firms jn the Central States are
apparent. Concentrations of lumber aad lumber producis
firms oceur in New Epglund, the Southsast and the For

Weat, porticularly in Washington end Oregon, The State
djsh'i?hqﬁaus of firms in the other bros manufw:t.urinﬁ
catogories as well as of firms in the various lines of retw

trade, on the other hand, tend to follow the over-atl patterns.

Tabla S—Entcanee and DHacontinoanes Rates: Nombor of New
and Hesontnued Fleme per 1,000 Firms iu Opecation
March 31, by States and lReglons, | !
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Difforences in tho industrial composition of firms within
tho regions ars alse brought out by table 2 which presents
for oach region the pereent distribution of the husinesa popo-
Intion by mejor industry divisions. The grestest relative
vaorietion is found in the mining and querymg division with
tha praportion of such firms in the Southwest and the North-

Jaipery 1083

| REGIONAL CHANGES IN ENTRANGE
AND DISCONTINUANGE RATES

RATE
300

1945-456 ANNUAL AVERAGE

200

1oa

o0 1947-48 ANNUAL AVERAGE

G0

EOO

1848-580 ANNUAL AVERAGE

100

\TED AR BOMTH= EWTH=- OATH- MmDOLE OEM=-
BTATES WEET  WEST  EADT  WEIT  E&IT EhLAND THAL

bidet 2 |

O & NRLRTNENT OF CONMIRGE, OFFEN OF BUSINESS FOORGMHICE

‘west exceoding the national proportion by substantinl
gmounts. The ortions of eonstruction are high
in New England and the Far West, while the Southwest and
Northwest con tain sm:r]lui:mpmﬁom of manufacturers. The
Middle East and Central Stotes are the only regions which,
show higher than av proportions of finanes, insurance
and resl estate ﬁrms% proportiona of oll firme mgaged
in trade and in the service ndusiries show little vnnntion
wrong the regions,

Recent Regional Changes in the Business
Population
In the previeus mticle on the State distiibution of tha
bueiness population two years , the percent changes in

number of irms in operation from March 31, 1944, to March
31, 1949, were charted and analyzed by major industry di-

Tision and by region. That period cncompassed the rapid
growth of the business ‘{m]'_mlation following the low point
which had heen reached during World War Il The husiness

pﬁsulnt&nn a5 0 whole inereaged by mora thon 30 percent,
and with a few exceptions in the mining and goarrying divi-
sion, sach region showed significont increases 1o the number
of firms in operation withm each industry E‘?l‘:ﬁ, the Far
Weat, Southwest and Southenst sliowed b o greatest
relative gnins, with the Centrel States, g‘hddl s Esst aund
Neow England inerensing less than nvernge.
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The Southeast has shown the largest gains, or in the ease
of manufacturing the emallest decling, in ench major industry
division exoa%{m the service indusiries whera it tnkes second

lace to tho Middle Enst and in the mining and quatying
ie‘:rﬂigﬁun where the Southeast underwent tha second largest
ine,

The Far West incrensed less thar any other region in the
conetruction and wholesale trode divisions; modest gaing
were nlso made in the transporistion and finence diviens,
but in ench of the remsining four divisions the number of
firms in operation declined during this pericd. Although
mazt of the decling in the Far West ocgurred before the end
of the first quartar of 1950, thia region has continued to edge
down glightly; howeyer, in both the manufpcturing and trens-
portation divizions increases occunred in the Far West since
carly 1850 gecond among the regions only to those in the
Southeast,

The percent chonges in humber of firms . operation
between March 31, 1948, and March 31, 1951, are shown by
State and indusiry in table 4. Dwring this period the proatest

relotive incrense in number of firms in operation occurred in
Florida and the teat decline in Nevadn. Although the
relative changes found by States are, of course, more variable
thot those ftnmd by regions, in general the States tend to fol-
low the patterns u%aa-u'ad for ﬁlﬁ regions in which they ore
conteined, It should be noted that State estimates g¥ tha
busines= population sre mest relinble in the larger States
and industry divisions; this foot should be borne in mind
when interpreting the relative changes for the less populous
States pnruculnr%y withinn the smaller indusicy divisions.

Comparisonr with prewar

Sinee 1944 is the sarliest year for which Stete estimates
on the totel number of firms are available, no comparisons
con be made betwaen surrent

iomol and industrial paiteras
and these of the business population befors World War 11

However, {or four major industry divisivne—manufacturing,
wholesale and retnil trade and the sorviee industries—
information iz availahle on the number of estpblishments or
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was highest. in 1946; the nueber of now hushesses decreased
in ench of tha next thres yesra but incresaed in 1950 to vary
nenrly the 1945 leval. Each of the regions end most of the
Stntes reflected this poticrn of movements in the number of
new husingssos,

In 1944 busmess discontinuances wera & little more than
half the number started; daring the next two yenrs, discon-
tinved businesses mereased gradually whils new buzinesses
increased sharply so that in 1948 aboui one-third as many
businesses were discontinucd as were catablished. By 1047
the number of disecontinued businecsses was threafifths the
number of new businesses; the number of business dscon-
tinuanees incroased in 1945 and agoin in 1949 so that over
the Intter year business deaths exeeeded business birthe and
the business Enpp]a.t-ion declined, Tn 1950 the number of
discontinued businessss decressed from the previous yesr,
but exceedod the 1944 number hy mora than four-fifths. Im
most of the regions and a bigh proportion of the States the
number of discontinued businesses moved in the sama wuy
o8 the national total: however, in the Southenst and Noréh-
west, business discontinunnces were more numerous n 1948
then in any of the other yenrs shown.

Fntrance and discontinuance rates

For many purposes of comparizon, business tuwrnover ratee
are more useful than ihe fotal number of new and discon-
tinued businesses, Table 5 shows the mmual number of new
ond discontinued businesses pear 1,000 firms in operstion
Muarch 31, for each of the years 1945-50. It iz of interest
to note that Stetes and regtons which have higher than
averaps ehteanca rates in one yenr tend to have higher robos
ine of the yems shown, and that higher than average

Jonnnry 1942

entrance rates tend to be pssociated with higher than nverage
discontinuance rates. This latter relationship follows from
the faet that discontinuance rates nre highest for new firma
snd decrease as the age of firms incranse.

The tendency for discontinuanss rates to follow tho same
regionnl pettern a8 entrance rates and for this potiern to
persist over time is brought out strikingly by the chart
on page 12 which shows two-ypear o 2 of buziness furn-
over rates by rogions for the period 1948-80. During the
enrliest two-year period shown, 194548, the business I];op
iion wae increasing rapidly; sntrance rates wers hl¥ er
discontinuance rates Iower than in either of the tollowing
two-year periods, during which the business population
levealed off and becamo relntively stable. .

The arrangement of the regions in the chart is according
to entrance rates in the 194544 period. If the nrrangement
wera basad upon estrance rates in one of the other periods,
or upon discontinunnce tates during any one of the three

miods, the order of the regions would not have besn much
ifferent.

Although the business population in the For West has
declined m recent yowrs, the sntrance raie for thiz regiom
bas eontinaed ?rilill n.aova the ﬂuﬂﬂﬂ] AY . SEh;il con-
tinui ing of the busines population in utheast,
on thufnmhmd, 0TG 0S mucﬁu o reflestion of lowarnd dis-
continmance rates a8 of o continning high entronce rote.
The average 194950 discontinuance rate for the Southeast
wns lower than that for any other region; although the
cntrance rate in thiz region wae still ght.lj,r exceeded in
both the Far West and Bouthwest, the differences nmong
the entrance rates of these threc regions during this fime
were quite small.

Defense Program Progress Repord
{ Contitssiened from page 4]

fewer than 5C0 persons. The proposed investment of Ehese
firms, however, gccounted for o ona-tanth of the todal
28,2 Billion invesément mder tax amortization cartificnbes,

Aireraft largest defense industry

The distribution of oil prime delense conéracts by indus-
irios is not available at thiz time, Tha distribution of the
Munitions Board's list of the 100 largest eontraciors by
industry ¢lassification, however, gmndea a useful indicator
of the esonomic impact of the defense program on o few
important indosteies, sines 08 previonaly indicated the valus
of these contrnots conetitutes more than three-fifths of the
totol prime contracts let dn fiseal yenr 15951, A further
limitation of this classification is the fact that the subcon-
tracts flowing from the prime contractors e not covered,
These, of course, flow widely thrmﬁhout induatry.

On the basis of the industry dlassification of the 100 fnrgest
controetors, it is clear that the impact of $he defense program
hag heen particularly proncunced in the essa of the sireraft
industry., This industry received about $7 billion in prime
controcts during fiscel year 1851, or more than one-third of
the total prime contracts received by the 100 larpasi con-
tractors, Employmeni in the aircraft industry hos doubled
while the avernge hours worlted por week wera increasad by

7 pereent.
Large contracts to auto and nmpkirmr}r irduseries

The motor vehicle industry reccived over $4 billion of
prime contracts during (iscsl yenr 195k, 'The impunct of this

volume of ordars & not se clonr-cut in this industry ne in the
caze of the i producers. Maierial shortnges hove
resulted in curteilment of automohile production which has
not ns pat been offset by incroasee in military production
The peried from June 1850 to October 1951 was marked by
ahout o 14 t declino in the aumbor of production
worlars in the automobile industry with average lours
worked per week declining by more than 7 percent during
this poriod.

clectrical mechinery industry iz the third major
industry recei ving a significan ¢ praportion of Defenze Diepart-
ment prime contincts. With work in progress on over $2
hillion in prime contracts awarded during the lnat fiscal
year, employment in this indusicy Los increased hy almost
one-fifth. oducers of mochinery other than electrical
were awarded prime contracts fofaling more than one hillion.
The railvond equipment industry's shore amounted co almaszt
one billion in the frst year of the Korean war. Employment
in both these industries ndvonced abeut 20 percent duning
the first 16 montha of the mobilization program.

Tatsl manufacturing employment in the Tnited Stotes
increased about 8 percent on an unadjusted basis from June
1950 to November 1951 with the lorger relative incresse
concentrated in the durable gonde indusirics. Employment
hag inereazed from 10 to 20 percent in the induatries recoiving
b significant proportion of the totn]l military prime conkracts,
the major exceptions to this rangs of increase being with tha
automohile and sireraft industries.



